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Philadelphia, Pa. 
March 29, 1941. 
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SALES AND EARNINGS 

The sales of your Company during 1940 increased 
!; to $29,200,548.27, a gain of more than 19% over the 
1 sales total for 1939 of $24,498,783.26. The gross profit 
margin for the year showed an increase of .26% 
against that of 1939. The income, before provision for 
' federal and state income taxes and excess profits taxes, 
was $935,714.25 as compared with $1,034,913.00 in 1939. 

The net income in 1940, after estimated provision for 
federal and state income taxes and excess profits 
taxes, was $658,656.14 as compared with $812,832.27 
for 1939. 

The decrease in net income is largely attributable 
to the following factors, none of which was susceptible 
to control by the Company and most of which, except 
taxes, are reasonably classifiable as non-recurrent: 
the closing of 32 supermarkets (for a period of approx- 
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imately two weeks) as a result of a strike; the settle¬ 
ment of several actions; and the filing of registration 
statements with the Securities and Exchange Com¬ 
mission. 

In 1939, $222,080.73 was paid by your Company for 
federal and state income taxes. For 1940, provision 
has been made for the payment of federal and state 
income taxes and federal excess profits taxes of 
$277,058.11. This is an increase of $54,977.38. 

Further, in the fall of 1939 your Company acquired 
two chains of stores; The King Arthur group in North¬ 
ern New Jersey and the Giant chain in Baltimore. 
Considerable time and expense was involved in reor¬ 
ganizing these stores so that, wherever possible, they 
could be completely operated by your Company with¬ 
out concessioned departments. It was also deemed 
necessary and desirable to re-set some of these stores 
so that they conformed as closely as possible with the 
appearance and internal lay-out of your Company's 
other units. This transformation was carried out 
throughout the year and, consequently, during most 
of this period the acquired units did not produce profits 
proportionate to their sales and this fact, in turn, 
adversely affected the ratio of net income to sales of 
the entire chain. Considerable progress has been 
made in developing the operation of these units so 
that it is comparable with that of the older stores of 
your Company, and it is sincerely believed that further 
improvement will be witnessed in 1941. 
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CAPITAL STRUCTURE 


During the year 1940, your Company consummated 
the re-Iinancing of its previously outstanding $1.37V2 
Cumulative Convertible Preferred Stock on what is 
believed to be an advantageous basis. At the close 
of 1939 there were outstanding 43,256 shares of said 
convertible preferred stock, which, if converted at the 
highest common stock ratio, would have required the 
issuance by your Company of 57,675 shares of Com¬ 
mon Stock. In view of your Company's general finan¬ 
cial structure and cash position, and because of the 
advantages manifest in non-convertible preferred 
stock, your Company's management felt that it would 
be advisable to issue a new series of preferred stock 
and to use the proceeds for redeeming the convertible 
preferred stock, repaying outstanding bank loans and 
increasing working capital. Consequently, during 
November, 1940, an arrangement was arrived at with 
a group of underwriters headed by Wertheim & Co. 
and Hemphill, Noyes & Co. for the sale of 55,000 shares 
of $2.50 Cumulative Preferred Stock with Common 
Stock Purchase Warrants attached. These warrants 
are exercisable at prices ranging from $15.50 to $25.00 
per share and, if exercised, would require the issuance 
of 55,000 shares of Common Stock and would produce 
net proceeds ranging from a minimum of $852,500.00 
to a maximum of $1,375,000.00, there being no under¬ 
writers discounts or commissions involved. The divi¬ 
dend rate on the new preferred is lower than on the 
old preferred stock. On December 3, 1940, a regis¬ 
tration statement covering the new preferred stock 
and the Common Stock issuable upon the exercise of 
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the attached warrants was filed with the Securities 
and Exchange Commission. This statement became 
effective on December 11, 1940 and, on December 16, 
1940, the underwriting transaction was consummated. 
Your Company received a total of $2,640,000.00 
($48.00 per share). At the time of the closing, all of 
the outstanding shares of the Cumulative Convertible 
Preferred Stock were called for redemption on March 
15, 1941 and funds sufficient for this purpose were 
deposited with the Bank of The Manhattan Company. 
Upon such call and the deposit of such funds, the 
holders of the Cumulative Convertible Preferred Stock 
were divested of all their rights as stockholders of the 
Company, except the right to exercise their conversion 
privileges (which expired on March 12, 1941) and 
their right to receive the redemption price and accrued 
dividends. At the close of business on March 15, 1941 
the holders of 600 shares of said preferred stock had 
not yet redeemed their shares and none of the shares 
called for redemption had been converted. 

At December 28, 1940, there were outstanding 13,592 
shares of the Cumulative Convertible Preferred Stock 
which had been called for redemption and not yet 
redeemed and 55,000 shares of the new $2.50 Cumu¬ 
lative Preferred Stock with Common Stock Purchase 
Warrants attached. 

On June 5, 1940, your Company applied for listing 
of its then outstanding Common Stock on the New 
York Stock Exchange. The application was accepted 
and trading began on July 13, 1940. Subsequent 
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application was made and accepted to add to the 
previous listing the 55,000 shares ol Common Stock 
issuable upon the exercise of the purchase warrants 
attached to the new preferred stock. 


DIVIDENDS 

$1.00 per share in dividends was paid on the Com¬ 
mon Stock in 1940, at the rate of $.25 each quarter. 
Regular quarterly dividends were paid on the $1.37'/2 
Cumulative Convertible Preferred Stock; $.34 per 
share, representing dividends to March 15, 1941, were 
deposited with the Bank of The Manhattan Company 
on December 16, 1940, in connection with the call of 
said preferred stock for redemption. No dividends on 
the new $2.50 Cumulative Preferred Stock were pay¬ 
able in 1940. 

OPERATING UNITS AND CAPITAL 
EXPENDITURES 

During the year 1940, and to the date of this report, 
your Company and its subsidiaries opened seven 
supermarkets and closed one (which had been in¬ 
cluded in a group acquired by the Company in Octo¬ 
ber, 1939). A list of the units now operated by your 
Company can be found on page 16 of this report. 

In April, 1940, your Company acquired a warehouse 
in Elizabeth, New Jersey. This acquisition has greatly 
improved warehouse and distribution facilities for the 
markets located in New Jersey. 
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TAXES 


The amount of income and excess profits taxes paid 
by the Company is set forth herein. Your manage¬ 
ment believes that it should be pointed out that such 
taxes in 1939 represented 21.46% of your Company's 
net income before income taxes, whereas in 1940, the 
estimated taxes payable represent 29.60% of such 
income. 

MANAGEMENT AND PERSONNEL 
As previously stated, in October 1940 a strike was 
called against your Company by unions representing 
some of its employees. The strike was settled after 
approximately two weeks and labor agreements were 
entered into with the following unions, all affiliated 
with the American Federation of Labor: Retail Clerks' 
International Protective Association; Amalgamated 
Meat Cutters & Butcher Workmen of North America; 
Storage Warehouse Employees Union. 

The established policy of training, promoting and 
advancing men from the ranks was continued in 1940, 
with satisfactory results. 

MEASUREMENTS OF GROWTH AND PROGRESS 
In the past seven years your Company has devel¬ 
oped to a point where, by doing over $29,000,000.00 
of business in 1940, it has become one of the larger 
chains in the food merchandising field. The basis for 
this development has been the attempt by your Com¬ 
pany to serve the customer effectively and at the low¬ 
est prices consistent with reasonable profits, adequate 
service and provision for extensive food purchasing 
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facilities in each individual unit. Your Company's 
stores are considered as "Food Department Stores" by 
your management and by an increasingly greater 
number of customers. Your management endeavors 
to maintain in each store, or in warehouses conven¬ 
iently located, most of the items of foodstuffs necessary 
to the conduct of a household. This range is wide, both 
with respect to prices and products. In so doing, and 
in selling these goods at reasonable prices, your Com¬ 
pany's management believes it has made it possible 
for the individual customer to shop more conveniently, 
more comfortably and more economically. 

The success of your enterprise, as measured by the 
increase in both units and sales, testifies to the fact 
that the policy behind your Company’s operation is 
sound, and that the supermarket occupies a funda¬ 
mental position in the distribution of food products 
from manufacturers and growers to consumers. 

Your management intends to extend the operations 
of the Company whenever and wherever opportu¬ 
nities develop to serve a community on a profitable 
basis. In this connection, however, the high rate of 
income taxes now in effect makes it even more imper¬ 
ative than it has been in the past that selections of 
prospective unit sites be made on an extremely judi¬ 
cious and conservative basis. 

CO-OPERATION 

Your management again greatly commends and 
expresses appreciation for the loyalty and co-opera¬ 
tive efforts and support of the stockholders and em¬ 
ployees of the Company. 
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Lybrand Ross Bros &, Montgomery 



Union Premier Food Stores, Inc., 

Philadelphia. 

We have examined the consolidated balance sheet of 
UNION PREMIER FOOD STORES, INC. 

and Its wholly owned subsidiaries as of December 28, 19*0, and the 
consolidated statements of income and surplus for the year (52 weeks) 
then ended, have reviewed the systems of Internal control and the ac¬ 
counting procedures of the companies and, without making detailed 
audits of the transactions, have examined or tested accounting 
records of the companies and other supporting evidence, by methods 
and to the extent we deemed appropriate. 

In our opinion, the accompanying consolidated balance sheet and 
related consolidated Income and surplus accounts present fairly the 
consolidated position of the companies at December 28, 1940, and the 
consolidated results of their operations for the year, in conformity 
with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Philadelphia, Penna., 
February 15, 1941. 
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UNION PREMIJjp 
and ITS WHCf 
CONSOLIDATED BALANCE 


ASSETS: 

Current: 

Cash on hand and demand deposits.$1,275,043.71 

Accounts receivable: 

Trade. $26,846.86 

Employees and miscellaneous . . 12,788.29 

- 39,635.15 


Inventories, at cost or market, whichever 


Merchandise in warehouse. 1,172,927.54 

Merchandise in stores. 1,021,169.24 

Merchandise in transit. 154,976.19 

Store supplies. 67,176.13 

- 2,416,249.10 

Notes receivable and advances, truckers. 9,471.03 


Total current assets. 
Investments: 

Mortgages . 

Securities . 

Fixed assets, at cost: 

Buildings. 

Improvements to leased 

buildings. 

Fixtures and equipment. 

Automobiles and trucks. 


.$3,740,398.99 

. $20,000.00 

. 1,090.00 

- 21,090.00 

. 303,782.42 

$742,861.63 

692,905.24 

1,112,393.50 

37,099.21 


2,585,259.58 

Less allowances lor depre¬ 
ciation and amortization 633,611.27 1,951,648.31 


- 2,255,430.73 

Prepaid and deferred accounts. 50,841.32 

Deposits with landlords, public utilities, etc.. 30,243.00 

Cash surrender value of insurance on officer 15,784.88 

- 46,027.88 

Goodwill. 211,335.41 




$6,325,124.33 


) At December 28, 1940, t! 


NOTES. 

. inies had in progress and partially under contract, 
ine consirucuon oi one store and the acquisition ol three parcels ol real estate, the 
cost to complete which, not including merchandise stocks, is estimated at $92,300. 

) On December 16, 1940, Union Premier Food Stores, Inc., called lor redemption 
March 15, 1941, 41,271 shares ol its cumulative convertible preferred stock and 
deposited with the redemption agent $1,128,349.14 lor the redemption price and 
accrued dividends to March 15, 1941. The holders oi the preferred stock were 
entitled to obtain the amounts applicable to their shares at any time alter the call. 
At the close ol business February 13, 1941, 5,324 shares had not been presented 
ior redemption, and the redemption price and accrued dividends, $145,558 16. 
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w )0D STORES, INC. 

1 (IED SUBSIDIARIES 
IEET as of December 28, 1940. 


LIABILITIES: 

Current: 

Trade acceptances. $105,170.72 

Accounts payable, trade, etc. 583,997.41 

Mortgage installments due within one year. 9,500.00 

Accrued liabilities: 

Salaries and wages. $23,648.43 

Taxes, including Federal and State 

income taxes ... . 360,636.20 

Interest . 4,416.40 

- 388,701.03 


♦ 


Total current liabilities.$1,087,369.16 

Mortgages (not assumed) less amounts due within one 

year included in current liabilities. 216,500.00 


CAPITAL: 

Capital stock: 

Cumulative preferred, par $15, authorized 
250,000 shares (specific preferences de¬ 
terminable upon approvals of issues) of 
which 55,000 shares were issued, divi¬ 
dend $2.50 annually; redeemable at $55 
per share to December 31, 1943, and $53 
per share thereafter; entitled in involun¬ 
tary liquidation to $50 per share, in 
voluntary liquidation to $55 per share to 
December 31, 1943, and $53 per share 


thereafter . 825,000 00 

Common, par $1, authorized 750,000 shares; 
issued 327,629 shares; issuance deferred 
to 1941, 4,500 shares (See Notes (c) 

and (d)). 332,129.00 

Surplus, as annexed: 

Capital surplus. 3,040,993.18 

Earned surplus. 823,132.99 


$1,303,869.16 


5,021,255.17 


$6,325,124.33 

remained on deposit with the redemption agent. Such shares may be converted 
into common stock at any time before March 12, 1941, on the basis of 1 1/5 shares 
of common stock for each share of cumulative convertible preferred stock 

(c) Certain stores, property, and business were purchased in 1939 for 12,000 shares of 

common stock and other consideration. The issuance of 4,500 shares is deferred 
until 1941 to assure performance of covenants by the sellers 

(d) Options are outstanding to purchase 50,000 shares at $13 per share at any time to 

March 1, 1942, and purchase warrants, attached to preferred stock when sold, are 
outstanding to purchase before December 31, 1947, 55,000 shares of common stock 
at $15 50 per share until June 30, 1943, $19 50 per share until December 31, 1945, 
and $25 per share thereafter. 
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CONSOLIDATED CAPITAL SURPLUS ACCOUNT 


for the year (52 weeks) ended December 28, 1940. 

Capital surplus, January 1, 1940. 

Unappropriated.$1,051,263.48 

Appropriated to cumulative convert¬ 
ible preferred stock. $519,072.00 

Less redemptions and retirements 

at amounts in excess of par value 517,451.88 

- 1,620.12 

$1,052,883.60 

Add: 

Difference between the gross 
amount received by the com¬ 
pany upon the sale of cumulative 
convertible preferred stock and 
the amount paid by the company 
for each share of said stock re¬ 
deemed or purchased and re¬ 
tired, charged to earned surplus 215,542.38 
Premium on sale of 55,000 shares 
of cumulative preferred stock in 

excess of par value. 1,815,000.00 

- 2,030,542.38 

$3,083,425.98 

Bonus tax and filing fee on in¬ 
crease in capital stock. 758.00 

Expenses in connection with sale 
of cumulative preferred stock . . 41,674.80 

- 42,432 80 


Capital surplus, December 28, 1940.$3,040,993.18 
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CONSOLIDATED EARNED SURPLUS ACCOUNT 


for the year (52 weeks) ended December 28, 1940. 


Earned surplus, January 1, 1940. $777,660.87 

Net income for the year ended December 28, 1940, 

as annexed. 658,656.14 


$1,436,317.01 


Amount paid by the company in re¬ 
demption and retirement of 
cumulative convertible preferred 
stock in excess of the gross 
amount received by the company 
upon the sale of such stock, 
charged to earned surplus and 


credited to capital surplus. $215,542.38 

Dividends paid in cash: 

Common stock, $1 per share. 326,129.00 

Cumulative convertible preferred 
stock, $1.71 Vz per share (includ¬ 
ing dividend due March 15, 1941, 
on stock called for redemption) 71,512.64 

- 613,184.02 


Earned surplus, December 28, 1940. $823,132.99 
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CONSOLIDATED INCOME ACCOUNT 

lor the year (52 weeks) ended December 28, 1940. 

Sales .. . $29,200,548.27 

Cost o( goods sold. 

Inventory, January 1, 1940.$1,740,732 02 

Purchases, net o( discounts. 23,359,828.30 

25,100,560.32 

Inventory, December 28, 1940. . . . 2,194,096.78 

-22,906,463.54 


.. $6,294,084.73 


88,592.07 

>51,300.07 

192,922.34 

129,454.28 

>51,499.08 

- 5,413,767.84 


880,316.89 

.90 
1,761.85 
65,675.80 
16,093 44 
151.23 

- 83,683.22 


Income before interest, income and excess- 

profits taxes.$964,000.11 

Interest paid. .... .. 28,285 86 


Income before income and excess-profits 

Provision for Federal and State income taxes, esti¬ 
mated . 

(Including Second Revenue Act of 1940 excess- 
profits tax, $22,000) 


Net income . . . $658,656.14 


$935,714.25 
277,058 11 


Gross profit . 

Operating expenses- 

Maintenance and repairs. 

Depreciation of equipment and build¬ 
ings and amortization. 5 

Taxes, other than income and excess- 

profits taxes. 1 

Rents .. I 

Store wages, operating, general and 
administrative expenses. 4,5 


Other income. 

Dividends. 

Interest . 

Rents received . 

Profit on sale of land and equipment. 
Miscellaneous .... . . 
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oi FOOD FAIR 


mm mm pood stores, im. 


ALLENTOWN. PA 

913-21 Walnut Street 
7th & Allen Streets 
Madison & Liberty Sire 
ATLANTIC CITY, N J 
2719 Atlantic Avenue 
BALTIMORE, MD, 


Fleet & Haven Streets 
631-37 S Broadway 
801-7 W. Baltimore Street 
449-57 N Gay Street 
Monument & Rose Streets 
1000-10 S Charles Street 
2140 N. Fulton Avenue 
BELLEVILLE, N I 

524 Washington Avenue 


BRYN MAWR, PA 

646 Lancaster Avenue 
CAMDEN, N. I 

1706 Federal Street 
CATONSVILLE, MD 
743-47 Frederick Road 
CHESTER, PA 

5th & Water Streets 
CLIFTON, N I, 

746 Main Avenue 
COATESVILLE, PA 

342 E Lincoln Hwy 
COLLINGSWOOD, N ( 

Park Avenue & White Horse i 
COLUMBIA, PA. 

343 Locust Street 
EASTON, PA. 

17th & Washington Avenue 
ELIZABETH, N. J. 

1122 Elizabeth Avenue 
Frelinghuysen Avenue 
ENGLEWOOD, N J 
46 N Van Brunt Street 
HALEDON, N J 

339 Haledon Avenue 
HARRISBURG, PA 

27-29 N Cameron Street 
205 S 17th Street 
302 Muench Street 
IRVINGTON, N I 

976 Springfield Avenue 
IENKINTOWN. PA 
440 Old York Road 
LANCASTER, PA 

W lames St 6 Lancaster Av< 
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LEBANON, PA 
17 N. 9th Street 
614 Cumberland Street 
LEMOYNE, PA 

331 Market Street 
MONTCLAIR, N, I 

Bloomfield Avenue d Franci 
MORRISTOWN, N I 
115 Spring Street 
NEW BRUNSWICK, N I 
Albany & George Streets' 
NORRISTOWN. PA 
103 E Main Street 
NORTH BERGEN, N. I 
7427 Bergenline Avenue 
PASSAIC, N. I 
42-58 River Drive 
197 Washington Place 
PATERSON, N I 

355-67 Market Street 
PERTH AMBOY, N I 
226 Smith Street' 
PHILADELPHIA, PA 

2200 E Allegheny Avenue 
1976-80 Hunting Park Avoni 
73rd & Elmwood Avenue 
7221 Franklord Avenue 
Germantown Ave. & Haines 
6425 Torresdale Avenue 
853-73 S. 55th Street 
5800 Old York Road 
PLAINFIELD, N. I 

230 West Front Street' 
READING. PA 

125-127 S. Filth Street 
10th & Penn Streets 
RUTHERFORD, N I 
84 Park Avenue' 

TEANECK, N I. 

506 Cedar Lane 
TRENTON, N. I 

400 Block Pennington Aven 
Chambers & Tioga Streets 
Brunswick Avenue & Pine St 
UNION CITY, N, I 

3407 Bergenline Avenue 
WEST NEW YORK, N. J 
152-60 Sixteenth Street 
WEST READING, PA 

West Tulpehocken & Penn £ 
WILMINGTON, DEL 

2005 Pennsylvania Avenue 
3114 Market Street 
212 W 6th Street 
YORK, PA. 

606-610 S George Street 
143 Roosevelt Avenue 
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